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CS FOR HOUSE BELL NO. 264 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): HOUSE FINANCE COMMITTEE

A BELL
FOR AN ACT ENTITLED
"An Act authorizing use ofthe oil and hazardous substance release responsefund for
certain activities related to the underground petroleum storage tank program, and
terminating that authorization; and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. The primary purpose of secs. 2, 4, 6, 7, 8, 11, and 12 of this Act is to
provide a mechanism
(1) thatthe United States Environmental Protection Agency can find to be a sure and
consistent sourceof money for providing state assurance,to meet a portion of the federal financial
responsibility requirements for owners and operators of underground petroleum storage tanks; and
(2) toprovide those owners and operators with financial assistance to upgrade
underground petroleum storage tanks so that the owner or operator can obtain private insurance to meet
federal financial responsibility requirements.
* Sec. 2. AS 46.03.420(h) is amended to read:

(h) This section does not affect the liability under state or federal law of any person, or

1% CSHB 264(FIN)
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1 other entity that receives assistance under this section, for the costs of risk management,
2 containment, corrective action, and cleanup resulting from a release of petroleum. However,
3 notwithstanding the provisions of AS 46.08.070(a)(1) [AS 46.08.070(a)], the department may not
4 seek reimbursement of a grant made under this section unless the department determines that the
5 grant was requested under false pretenses or that other circumstances render the grant inconsistent
6 with this section or with applicable regulations. This section does not affect the authority of the
7 department to seek recovery from the owner or operator of costs other than grants and loans
8 actually made to an owner or operator under this section.
9 *Sec. 3. AS 46.03.420(h) is amended to read:
10 (h) This section does not affect the liability under state or federal law of any person, or
11 other entity that receives assistance under this section, for the costs of risk management,
12 containment, corrective action, and cleanup resulting from a release of petroleum. However,
13 notwithstanding the provisions of AS 46.08.070(a) TAS 46.08.070(a)(1)], the department may not
14 seek reimbursement of a grant made under this section unless the department determines that the
15 grant was requested under false pretenses or that other circumstances render the grant inconsistent
16 with this section or with applicable regulations. This section does not affect the authority of the
17 department to seek recovery from the owner or operator of costs other than grants and loans
18 actually made to an owner or operator under this section.

19  * Sec. 4. AS 46.08.010(c) is amended to read:

20 (c) The fund shall be used for actual expenses incurred under AS 46.08.040. Except as
21 provided in AS 46.08.040(a)(S) and (d)(2) [AS46.08.040(d)(2)], the fund may not be used for
22 capital improvements.

23 * Sec. 5. AS46.08.010(c) is amended to read:

.24 (c) The fund shall be used for actual expenses incurred under AS 46.08.040. Except as
\25 provided in AS 46.08.040(d)(2) [AS 46.08.040(a)(8) AND (d)(2)], the fund may not be used for
i

J:26 capital improvements.

27 * Sec. 6. AS46.08.040(a) is amended to read:

28 (a) In addition to money in the fund that is transferred to the commissioner of community
j29 and regional affairs to makegrants under AS29.60.510 and topay for impact assessmentsunder
30 AS 29.60.563, the commissioner ofenvironmentalconservation may use money fromthe fund
31 to

| CSHB 264(FIN) u3
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(1) investigate and evaluate the release or threatened release of oil or a hazardous
substance, and contain, clean up, and take other necessary action, such as monitoring and
assessing, to address a release or threatened release of oil or a hazardous substance that poses
an imminent and substantial threat to the public health or welfare, cr to the environment;

(2) pay all costs incurred to

(A) establish and maintain the oil and hazardous substance response office;

(B) review oil discharge prevention and contingency plans submitted under
AS 46.04.030;

(C) conduct training, response exercises, inspections, and tests, in order
to verify equipment inventories and ability to prevent and respond to oil and hazardous
substance release emergencies, and to undertake other activities intended to verify or
establish the preparedness of the state, a municipality, or a party required by
AS 46.04.030 to have an approved contingency plan to act in accordance with that plan;
and

(D) verify or establish proof of financial responsibility required by
AS 46.04.040;

(3) pay the expenses incurred by the Alaska division of emergency services for
the oil and hazardous substance response corps and the oil and hazardous substance response
depots when presented with appropriate documentation by the division;

(4) provide matching funds for participation in federal oil discharge cleanup
activities and under 42 U.S.C. 9601 - 9657 (Comprehensive Environmental Response,
Compensation, and Liability Act of 1980);

(5) recover the costs to the state, a municipality, or a village of a containment and
cleanup resulting from the release or the threatened release of oil or a hazardous substance;

(6) prepare, review, and revise

(A) the state’s master oil and hazardoussubstance discharge prevention
and contingency plan required by AS 46.04.200; and

(B) a regional master oil and hazardoussubstance discharge prevention
and contingency plan required by AS 46.04.210; [AND]

(7) restore the environment by addressing the effects of an oil or hazardous

substance release:

e CSHB 264(FIN)
Neu Text Underlined [DELETED TEXT BRACKETED]



(8) pav for the grants and loans described in AS 46.03.410(b)(2) and (3): and
(9) pay the costs of enforcement of AS 46.03.360 - 46.03.450.
* Sec. 7. AS 46.08.040(c) is amended to read:

(c) Notwithstanding other provisions of this section, money from the fund may not be
used for a purpose specified in (a)(2) - (9) [(a)(2) - (7)] and (d)(2) of this section unless money
is available from an appropriation made specifically for that puipose.

* Sec. 8. AS 46.08.070(a) is amended to read:

(@) The commissioner

01 shall seek reimbursement promptly under this section, AS 46.03.760(e), or
federal law for the cost incurred in the cleanup or containment of oil or a hazardous substance
that has been released”™.

2 is not required to seek reimbursement under this section, AS 46.03
or federal law of money spent for a purpose for which an expenditure of money from the
fund is authorized bv AS 46.08.040(a)(8) if the commissioner finds that

(A) the owner or operator of an underground petroleum storage tank
system has been in compliance with all state and federal laws applicable to
underground petroleum storage tank systems and releases from them, including
notification and registration laws, but excluding financial responsibility
requirements: and

(B) the grant or loan made under AS 46.03.410(b)(2) or (3) was not

21 made to correct an underground storage tank release attributable to the owner’s or

7 operator’s gross negligence, recklessness, or intentional conduct.

23 * Sec. 9. AS 46.08.040(a)(8) and 46.08.070(a)(2) are repealed.

24  * Sec. 10. RETROACTIVITY. AS 46.08.040(a)(8) and (9), added by sec. 6 of this Act, and sec. 11
of this Act are retroactive to September 5, 1990.

_26 * Sec. 11. USE OF MONEY IN THE OIL AND HAZARDOUS SUBSTANCE RELEASE

“h] RESPONSE FUND.  Notwithstanding the limitations of AS 46.08.040, the commissioner of

28 environmental conservation may use money in the oil and hazardous substance release response fund

29 (AS 46.08.010) to pay the expenses incurred under the underground petroleum storage tank system

,30 reimbursement program authorized by sec. 7, ch. 96, SLA 1990.

31  * Sec. 12. Section 11 of this Act applies to reimbursement payments payable to tank owners and

CSHB 264(FIN) 4-
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1 operators under sec. 7, ch. 96, SLA 1990, on and after September 5, 1990.

2 * Sec. 13. Sections 1, 2, 4, 6 - 8, and 10 - 12 of this Act takeeffect immediately under

3 AS 01.10.070(c).
4  * Sec. 14. Sections 3, 5, and 9 of this Act take effect July 1, 1996.

-5- CSHB 264(FTN)
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AMENDMENT

TO CS HB 264 (Res)

Page 4, line 31:

after “payable” insert:

"to tank owners and operators”



0402H

WALTER J. HICKEL, GOVERNOR

P.'0. BOX S

REPAHTMENT OF REVEIVTE JUNEAU, ALASKA 99811-0400
PHONE: (907) 465-2300
OFFICE OF THE COMMISSIONER TELEFAX: (907) 465-2389

Januai7 7, 1992

The Honorable Cliff Davidson
The Honorable Kay Brown
Alaska House of Representatives
P.O. Box V

Juneau, AK 99811

Deai- Representatives Davidson and Brown:

The primary continuing source of revenue for the Oil and Hazardous Substance Response Release
Fund or "470 Fund,” comes from the Conservation Surcharge on Oil Production (AS 43.55.200).
This $.05/bbl charge is levied on all oil production in the State exclusive of State and federal
royalty production.

The surcharge is in effect as long as the balance in the "470 Fund" is below $50 million. At
current rates of production the nickel per barrel assessment can generate roughly $25 million per
year. The forecast prepared for this revenue source assumes that the revenues will be spent as
they come in so that the fund never reaches its $50 million cap.

Projected revenues from 43.55.200 are contained in the following table taken from the
Department of Revenue Fall 1991 Revenue Sources Book.

Projected Revenues from the QOil Conservation Surcharge

(Million $)
Fiscal
Year Low Mid High
1992 28.3 28.3 28.3
1993 26.7 26.7 26.7
1994 26.5 26.5 26.5
1995 25.7 26.0 26.0
1996 24.6 24.8 25.4
1997 225 22.7 23.6
1998 20.6 20.6 22.0
1999 18.0 18.1 20.6
2000 15.9 16.1 18.6
2001 141 14.3 16.7
2002 12.7 13.1 15.7
2003 11.3 11.7 14.4
2004 10.2 10.5 16.2
2005 9.1 9.4 16.0



The Honorable CIiff Davidson
The Honorable Kay Brown
January 7, 1991

Page 2

The difference in the above scenarios is directly related to the higher rates of production assumed
for the higher price scenarios. Our production forecast is specifically designed to be sensitive to
oil prices. The forecast model uses a standard capital investment decision method which
compares the costs of producing an oil field with the revenues. Costs, which are determined by
the amount of production that is obtained for a given level of investment, are compared to the
value of that production. The logic is simply that the higher the oil prices are, the more
attractive invesnnents in marginal projects become. (Marginal projects are those investments
which result in few barrels for every dollar expended.) For instance, under the low price scenario
which assumes oil prices never get above an inflation adjusted $15/bbl, West Sak cannot be
produced at a profit.

If you have further questions about these matters please call me or Chuck Logsdon (277-5627,
ext. 265).

Darrel
Acting Commissioner

DR/CL/mem
92-002

cc:  Paul Fuhs, Legislative Liaison
Office of the Governor
Chuck Logsdon, Oil & Gas Audit Division
Department of Revenue



(IN THOUSANDS)
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Unobligated Balance of FY92 Spill Reserve Allocation 12.400.0
Response Fund Balance Not Previously Allocated 5,093.4
Unappropriated Balance of the Mitigation Account T 4,262.8
Available Monies from .05/bbl Surcharge 27.600.0
Exxon Valdez Litigation Cost Recovery 3,954.1
Exxon Valdez Receipts* 15.350.0

Total 68,660.3

FY 93 PROPOSED RESPONSE FUND ALLOCATIONS

State and Regional Contingency Planning 688.2
Spill, Prevention, Response, Planning,

Safety, Cleanup and Cost Recovery 4,877.8
State Emergency Response Commission 538.1
Local Emergency Planning Committees 1,200.0
Spill Response Office 2,060.5
Depots and Corps 5,000.0
Hazardous Substance Spill

Technology Review Council 711.9
Site Investigation, Safety, Cleanup and Cost Recovery 2,726..
Kenai Cleanup Project 717.2
Exxon Valdez Cleanup* 350.0
Exxon Valdez Litigation 2.968.C
Exxon Valdez Restoration* 15,000.0

Citizen’s Oversight Council on

Oil & Other Hazardous Substances 237.3
Oil Response Ferry - Alaska Marine Highway 7,000.0
Total 44,075.1
Spill Reserve 24,585.2

*These funds would only be spent on activities where costs can be recovered under the Exxon
settlement agreement. This allocation is intended to serve as the authority for these activities.
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Board of Storage Tank Assistance
PETROLEUM
STORAGE TANK
P.O. BOX'O"
JUNEAU, AK
99811-1800
Walter J. Hickel, Governor (907) 465-2110
PO SIT IO N P A PER
«W V/AVMWAVAWW." W.WV.V.V.VWW WA :
IN,SYEEORT OF; House BUI No. 264 (HB264)
By the House Finance Committee
SUBJECT: "An Act amending the purposes for which money in the

oil and hazardous substance release response fund
may be expended; and providing for an effective date"

The public members of the Board of Storage Tank Assistance support House Bill
Number 264 amending the oil and hazardous substance release response fund. The
new state underground storage tank program has been implemented to assist owners
and operators determine the extent and subsequently clean up contamination resulting
from underground petroleum storage tanks, to close out their tanks properly if
necessary and to upgrade existing tanks to new performance standards that will
prevent future leaks. A considerable amount of time, effort and funds will need to be
invested to assess, cleanup and upgrade these tanks to protect the public health and
environment and keep Alaska’s small business tank owners and operators in business.
Itis also important to provide sufficient funding for underground petroleum storage
tank owners and operators to adequately clean up their sites to become insurable to
satisfy the EPA’s financial responsibility requirements.

The financial assistance programs established by the original enabling legislation (HB
220) are (1) reimbursements for a portion of the costs to conduct a tank tightness test
or a site assessment, (2) grants for a portion of the costs of either upgrading

(including replacing) or closing (including removing) a pre-1988 tank, (3) grants and
loans for the cost of cleanup associated with a release from an underground

petroleum storage tank and (4) reimbursement for upgrading, closing, or cleanup of an
UST done after the effective date of the EPA regulations (December 22,1988) and
before the effective date of HB 220 (September 5,1990).

At the present time the grant requests far exceed the available funds. Concerns for
continued appropriations from the general fund have prompted a need for identifying
an alternative funding source for this program. The state underground petroleum
storage tank program is based on providing technical, educational, and financial
assistance to Alaska’s underground tank owners. Itis imperative that a secure funding
source be in place to address the intent and purpose of that program. House Bill 264
provides assurance that the original intent and purpose of HB 220 will be realized.

oaea: JM_30R?/

For and behalf of the
BOAR1 STANCE,

Director



Board of Storage Tank Assistance

410 WILLOUGHBY AVENUE

JUNEAU, ALASKA 99801

(907) 465-5200

Water J. Hlckti, Governor FAX (907) 465-5218

STOKAOI TANK

ALASKA UNDERGROUND STORAGE TANK PROGRAM
Introduction

On Juno 7, 1000, former Governor Cowper signed Into law, HB 220. This comprehensive legislation had been
introduced in 1989 in response to a new EPA mandate to protect the nation’s groundwater from contamination or
potential contamination from large, generally non-residentlal underground storage tanks. The bill sets performance
standards for both new and existing installations, mandates reporting and corrective action when leaks occur and
directs owners to demonstrate thefr ability to respond financially to such an event An underground storage tank
Is defined as a tank system, Including Its piping, that has at least 10 percent of Its volume underground.

Fednil Uw

Nationwide, several million USTs contain petroleum or hazardous substances. According to EPA estimates, tens
of thousands of these tanks, including their associated piping, are leaking. Leaks from USTs are nearly impossible
to detect without special equipment Groundwater is particularly threatened by contamination from them and a
majority of the country depends on groundwater as a source of drinking water. Thus, Congress passed the
Hazardous and Solid Waste Amendments to the Resource Conservation and Recovery Act (RCRA). These
amendments In part require the EPA to regulate underground storage tanks containing petroleum or a hazardous
substance as defined In the Comprehensive Environmental Response, Compensation and Liability Act of 1980
(CERCLA).

The EPA was directed to develop regulations for design, construction, and installation of new tanks as well as the
addition of leak detection, corrosion prevention and spill and overfill protection to existing tanks. Congress also
mandated that all UST owners, except state and federal governments, be able to demonstrate specific levels of
financial responsibility for corrective action and cleanup associated with releases from their USTs, including third
party loss and bodily Injury. Certain tank systems are specifically excluded from federal law. The most common
exemptions ars 1) farm or residential tanks of 1,100 gallons or less capacity storing motor fuels for noncommercial
purposes; and 2) tanks storing hsatlng oil for consumptive use on the premises where stored. The EPA regulations
went into effect on December 22,1989. Tanks installed on or before that data are considered 'existing tanks* and
those Installed after December 22, 1988 are considered new installations. New Installations are to meet the
performance standards set out In the regulations at the time of installation. Existing tanks ars allowed to phase In
these higher standards over o ten year period. The financial responsibility requirements were phased in for all tank
owners, according to the type of owner and the number of tanks owned. Most tsnk owners will be required to
demonstrate $1 million of financial responsibility per occurrence and $2 million aggregate.

State Law

It was primarily because of the Federal financial responsibility requirements that the Underground Storage Tank
bill, HB 220, was Introduced. Failure to meet the federal financial responsibility requirement could result in daily
fines of up to $10,000. Most businesses covered by the EPA’s UST regulations are small, 'Mom-end-Pop* businesses
who cannot afford to meet the financial responsibility requirements, pey the fine or cleen up contaminated sites.

ADEC estimates that of the 4,546 tanks that ars Inthe ground In Alaska, there are 3,032 privately owned USTSs In
Alaska, of which approximately 2,700 are owned by small, independent companies. During the legislative process,
the EPAtold lawmakers that federal budget cutbacks would prevent the agency from providing owners with technical
assistance for complying with the new performance requirements. Rather, they would establish an enforcement
program only. As withthe financial responsibility requirements, failurs to meetthe performance standards when due
could also result In $10,000 daily fines.



Board oH Storage Tink Assistance

Tha MMaatabMahad a seven-member Board of Storage Tank Assistance. Tha commissioners of tha departmsnts of
Environmental Conservation and Transportation and Public Fadlttiac tra tha govammant member*. Each of tha five
public membera are required to have apaclal knowledge in tha UST flakl. There iaa registered engineer, a general
contractor, a parson from tha insurance industry, a owner of more than 10 tanks, and an owner of 10 or lesa tanks.
Members will serve staggered 4 year terms and the Board is scheduled to sunset on June 30, 1996. Former-
Governor Cowper appointed the board membera on September 5, the effective date of the legislation.

The Board was responsible for writing the regulations dealing with the financial assistance programs. Tha
department la to implement the regulations. The Board Is to resolve any disputes between the department and
owners or operators of USTs relating to cleanup activities. The Board was directed to write Jointly with the
department any regulations as to acceptable methodologies for testing, containment and cleanup of corrective action
of UST sitae. The department wee to consult with the Board before adopting any regulations on cleanup standards,
i.e. the level of a contaminant that Is allowed to remain in the soil or groundwater after cleanup.

SWt UST B*ttUIItIQfl«

The UST regulations covsr the following general topics: Article 1, Underground Storage Tanka, sets out the
registration requirements, performance standards, methodology for conducting a site assessment and reporting of
releases; Article 2, Corrective Action for Leaking Underground Storage Tanks, covers investigation of a release or
suspected release and the requirements for corrective action; Article 3, Cleanup Standards sets out the cleanup levels
for soil and groundwater; Article 4, Certification of Storage Tank Workers, establishes the program for certifying those
people who supervise the various aspects of UST Installation, closure and testing; and Article 5, Storage Tank
Assistance Fund, seta up the operation of the four different financial assistance programs created In HB 220. Article
9 contains the General Provisions and definitions.

Hi« UST Financial Assistance Programs

(il TANK TIGKTNE3S TESTINQ AND SITE ASSESSMENT INCENTIVE PROGRAM:
Reimbursement for up to 50% of the eligible coats to conduct a tank tightness test or a site
assessment This work must be completed within one yeer of regteratkxvin order to be
considered for reimbursement Limited to $300 per tank up to $1200 per facRky for tightness
tests and $800 per tank and $3200 per facility for site assessments.

M UPGRADE AND CLOSURE GRANT PROGRAM: Grants for 60%r up t> $60,000, for the
costs of either upgrading (including replacing) or dosing (including removing) a pre-1988
UST. Upgrading  UST would Include adding leak detection, spM and overfM prevendon,
cr cathodic protection. This money wMbe available to owners and operator™ either as an
upfront grent or as s reimburaamant for work done prior to application ATwork must meet
the performance standards set out In Artide 1 in order to qualify,

@ CLEANUP GRANT AND LOAN PROGRAM: Grants for 90% up to $1 mBiion per occurrenct
for the cost of cleanup associated with a release from art UST. The owner is responsible for
10% of the cost up to a maximum of $25,000. That amount may be loaned to hkn at no
interea& TKi regulation* propose that It be repaid to the state within 5 year*

(4) RETROACTIVE REIMBURSEMENT PROGRAM: Reimbursement for Upgrading, dosing,
or deanup c#an UST done after the effective date of the EPA regulations (December 22,
1988) and before the effective date of HB 220 (September 5, 1990) may be applied for on or
before March 5,1991; Amounts are limited to 60% of upgrading or dosing, 90% of deanup,
to a dollar maximum of $200,000 per owner and operator, Vv

FOR ADDITIONAL INFORMATION CALL
1-800-478-4974 (IN ALASKA)
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HOUSE OF REPRESENTATIVES (107) 458 3718
COMMITTEE ON RESOURCES

38 May 1991
o o B, Begopg gnnisvstor =
1200 Sixth Ayenue Sy

Seattle, Washrngton 98101

Dear Ms. Rasmussen,
The ose of this letter s to provi ou with an upda
|£I tpr o| P Fopn¥ ?re pst

% efforts related to "deve ent of t
un erground storage tank program,

?you are aware, the Alaska Le |sIature and tg e Alaska Pepartmen(s
0 nvironmental Caqns ervatron ave made 9 faith efforts an
achreved substantial ress toward cﬂ(d essrm; the .E(oblem of
eakrng nderground st e tanks In Ala This Legislature has
demonSstrated “its concer for envrronmental grotectron throu

passage of some of the strongest otl pollution laws In the country

Last year the Ler{rrslature enacted HB 220 in reso{onse to federal
requi ements relaled to under\ground storage tan Since that
time, the Department ironmental Tonservation. has been
aggressrvely pursuing the implementation of this new state program.

Currently before the House Resources Committee is H?use Bill 264,
grs at on aut orrzrngtaccess to a secure IoIrg-term undrng source

Und ergroun oraeg Tank Financial “Assistance. Program
Because of the” large numbgr individuals and groups interésted
In House Bill 264, there .is not ?uff crent trme rem |n|n%1n In our
||m|te erolrs lative session. to ully address ortaht

I
Issue letter Is provided to assure you hat t[hrs Committee
Inten ds to . make HB 264 a hr%h P,rrorrty for |nter|m work and early
action during the next legiSlative session.

Furthermore, the Leroislature will be forwardrng to P/our offrce a

oog of a resolu%ro asking for a minimy o ela |n
ctive date of the frnancral oons X re ulati We
sugport this [)esolutron and re pec ly encour ge you to worlj with
the ‘state to bring Alaskan undergr

ﬂ] tank owneérs “into compliance
In the minimum time subject to lo

iC constrarnts
Thank you for your assistance.
Sincerely,

DO

f—l-o_

a
[
t
0
Y

presentative CIliff
air

Re
Ch



217 Second Street, Suite 200 mJuneau, Alaska 99801 mTel (907)586-1325, Fax (907)463-5480

May 1, 1991

Position Paper

HB 264 - Amending Purposes for Which Money in Oil and
Hazardous Substance Release Fund May Be Expended

The Alaska Municipal League supports HB 264, which would add regulation and pollution
prevention activities involving underground motor fuel, petroleum, and chemical storage
tanks to the list of purposes for which the oil and hazardous substance release response
("470" fund may be used, to the extent that the bill is a clear recognition of the need for
funding for underground storage tank assessment, cleanup, and upgrading or closure.

The 1991 Policy Statement of the Alaska Municipal League states: 'The League strongly
encourages the State to develop regulations to implement the Underground Storage Tank
Assistance Program created by the Legislature and to adequately fund programs necessary
to mitigate the impact of EPA underground tank regulations on municipal budgets and
facilities." HB 264 would provide access to some funds for this purpose.

It should be noted that the Underground Storage Tank Assistance Program, created by the
Legislature by passage of HB 220 during the 1990 session, provides assistance to
municipal owners of underground storage tanks as well as to private owners. Of over
2,800 tanks registered with the program, 14 percent, or nearly 400 of them, are owned by
45 municipalities.

The League and its members support providing funding to assist these municipal owners
deal with their needs for funding for abatement and pollution prevention efforts, tank
tightness and site assessment, tank cleanup, and tank upgrading and closure. To the
extent that HB 264 would provide funds for these purposes, then, the Alaska Municipal
League supports its passage.

CI91TEST:HB264.501

Member of the National League of Citiesand the National Association of Counties



Date: January 23, 1992

To: Rep. CIliff Davidson, Chairman,
House Resources Committee

From: David Cohen, Owner
Sheep Mountain Lodge

Subject: HB 264, Response Fund: Use for Tank Programs

1 wish to voice my support for funding the Underground storage
Tank Financial Assistance Program. HB 264 is one vehicle for
full funding of this important program. | urge you to support
this or any means necessary to continue funding of the UST
Financial Assistance Program.

Background Information:

Sheep Mountain Lodge located on the Glenn Highway.

2 — 2000 gallon gas underground storage tanks.

1989 new federal EPA Regs on USTs.

Choose to close gas station portion of business & empty tanks.
Preliminary survey estimated that $500,000 was needed to
remove tanks, remove and destroy contamination in soils, and
drill monitoring wells.

Applied for grant funds, received $39,000 to begin clean-up,
currently tanks have been removed and some soil has been
removed and stockpiled.

New projection to finish the clean-up is an additional
$250,000, the contamination is great but not as large as
originally projected.

The cost of clean-up is greater than the value of the

property.



Era Aviation, Inc.

January 23, 1992

Honorable Cliff Davidson, Chair
House Resources Comm ttee

P.O..E X (46
Kodiak, AK 99615

Sugport for House Bill 264; Funding for Underground
orage Tank Program

Dear Representatlve Davidson:

would like to express Era's strong supEort for passage of
House B|II 264, This would make the avallable™ for
compliance with the HB220 Underground Storage Tank Program.
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State.
Thank you for considering our views on this matter.
Sincerely,
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copy to:

G.pyLincoIn |. lvan Hanleg
P. Carney T. Moyer D. Pearc
D. Flnkelsteln L. Leman P. Rodey
B. Hudson J. Zawacki

6160 South Airpark Drive, Anchorage, Alaska 99502, (907) 248-4422, Telecopier: (907) 266-835C, 7el-ix: 25324



NA laska Oil and G as A ssociation

121 West Flreweed Lane, Suite 207
Anchorage, Alaska 99503-2035
Phone: (907) 272-1481 Fax: (907)-279-0114

March 5,1992

The Honorable Mike Navarre
Co-Chairman, Finance Committee
Alaska State House of Representatives
P. 0. Box V

Juneau, Alaska 99811

Dear Co-Chairmen:

VIA FACSIMILE

The Honorable Eileen P. MacLean
Co-Chairman, Finance Committee
Alaska State House of Representatives
P.0. Box V

Juneau, Alaska 99811

Subject: CSHB 264. Response Fund: Use
for Tank Programs

The Alaska Qi! and Gas Association strongly opposes CSHB 264. The Association is
submitting the attached testimony for the House Finance Committee hearing record.

I plan to deliverthe testimony from Anchorage, by teleconference, atthe Finance Committee

hearing at 1:30 p.m., Friday, March 6,1992.

WWHds16:1608

Attachment (via facsimile)

Sincerely,

WILLIAM W. HOPKINS
Executive Director



Testimony of the
Alaska Oil and Gas Association
before the
Alaska State House of Representatives
Finance Committee
on
CSHB 264, An Act authorizing use
of the oil and hazardous substance
response fund for certain
activities related to the underground
petroleum storage tank program

March 6,1992

=

Iam William W. Hopkins, Executive Director of the Alaska Oil and Gas Association. The
Alaska Oil and Gas Association (AOGA) Is atrade association whose membercompanies
conduct the majority of oil and gas exploration, production and transportation In Alaska.

AOGA appreciates this opportunity to express its position regarding CSHB 264.

AOGA strongly opposes CSHB 264 for several important reasons. This bill would, In
effect, Impose a hidden but real tax Increase on al! oil production in Alaska. It would
Impose unfair costs to the oil producers in Alaska to fund a program to correct
underground storage tank problems over which they have no control and are not
associated with crude oil production. Those costs are largely unknown but could be
potentially significant based on the thousands of various underground tanks throughout
Alaska. In addition, the bill does not require the state to seek reimbursement for costs
of expenditures from responsible parties. We urge the state to considerlftternatives and

the potential Impact of this proposed legislation on the oil producers.



Alaska Oil and Gas Association

Testimony on CSHB 264

March 6,1992

Page 2

We understand that the Federal Superfund Reauthorization Legislation enacted in
October 1986 has a provision to impose a 0.1 cent per gallon motor fuels excise tax as
a revenue source to fund a separate Federal Leaking Underground Storage Tank Fund.
Under certain conditions, that fund can pay up to 90% of any state’s cost for cleanup
resulting from a discharge from an underground storage tank. To use the federal fund,

Alaska may illbd to establish its own fund to cover its 10% corrective action costs, but

the 470 Fund Is not the appropriate source.

In summary, CSHB 264 would place an unfair tax burden on oil producers to pay for
problems not related to production. We urge this committee to reject It. Thank you for

this opportunity to comment.



Norman L Stanloy Texaco Inc * I0TJnivnrsai Cny Pliii
krj\wjjef UnivCttkl Crty CA B1604
US Pubfc and 61R 265*
dn*unmeni Afiaut

*Vi?:exr. Ballon

March 4,1992

RE: STATE OF ALASKA - 1992 LEGISLATION
" CS FOR HOUSE BILL 264 (RESOURCEYS)

The Honorable Kay Brown
Alaska State Legislature
State Capitol

Juneau, Alaska 99801*1182

Dear Representative Brown:
Texaco supports CSHB264.

As you are well aware, this legislation allows for the funds available in the Oil and Hazardous
Substarce Response Release Fund, or "'470 Fund™, to be used for certain activities related to the
underground petroleum storage tank program.

During the 1990 Alaska Legislative Session, HB230 (Ih6 Underground Storage Tank Statute) was
passed authorizing die development of a comprehensive, state-managed UST Program. A portion
of this program, Storage Tank Assistance Fund, was designed to provide grants and loans to tank
owners and operators.

Financial assistance was offered to mitigate the often excessive financial encumbrances
encountered when replacing and removing USTSs, including the associated cleanup costs that often
occur. These activities, of course, must achieve the standards set forth in the Alaska and Federal
UST programs for soil and groundwater remediation. Originally, the entire program was to be
funded by the financial resources generated from the fees collected annually from the registration
of all USTs within the State. However, these revenues are not sufficient to meet the needs of the
requests presented to the ADEC

The *470 Fund", which is already in place, would help provide for those funds and preclude the
necessity of establishing a new tax or increasing existing taxes. Itwould also help ensure that an

adequate number of service stations remain open to care for the Alaskan consumer’s energy
needs.

Accordingly, Texaco supports the measure, and respectfully requests your favorable vote for
~>HB264.

NLS
feb25-01.akhb264

ca House Finance Committee Members



ARCO Alaska, Inc.

External Affairs

M ailing Address: 134 Franklin Street
Juneau, Alaska 99801

Telephone 907 586 3680

Beverly A. Ward
Director, Southeast
Government & Community Relations

March 6,1992

Dear Chairmen MacLean and Navarre, and members of the House Finance
Committee;

My Name is Beverly Ward. | am Director of State Government Relations for
ARCO Alaska, Inc. We appreciate the opportunity to express our views on
HB 264, use of the .470 Fund for the underground storage tank program.

The Oil and Hazardous Substance Spill Release Fund was established in 1986.
It's purpose was to ensure that there would always be an immediate source of
money for the state to use to immediately clean up a hazardous material spill.
It is important to have such a fund in the event that the responsible party is
unknown, or is unable or unwilling to assume responsibility for a clean up.
The Fund was financed by legislative appropriation, money received from
federal, state and other sources, money recovered from parties responsible for
the cleanup of a specific site, and fines and penalties for damages recovered
for costs incurred by the state.

Following the 1989 Exxon Valdez spill, a special surcharge was imposed on the
production of oil. A nickel-a-barrel tax became the primary funding source of
the .470 Fund. The legislation provided for a suspension of the surcharge
when the Fund reached $50 million and for a reimposition of the surcharge
when the fund balance fell below $50 million. The surcharge generates
approximately $27 million per year for the Fund.

It will probably come as no surprise that we are opposed to the the expanded
use of the .470 Fund for the funding of the underground storage tank
program. Our primary objections to HB 264 are:

1L The purpose of the .470 Fund is to ensure that a source of money is readily
available for the immediate cleanup of a hazardous material. The Fund
was not intended to be a funding source for preparatory or ongoing
activities. Expanding the uses of the .470 Fund to include ongoing
payment for the underground storage tank program, opens the floodgates
for other inappropriate spending of the Fund. Already there are proposals
to use the Fund for ferries for the Marine Highway system, public drinking
water supplies, grants for local emergency planning committees, and costs

ARCO Alaska, Inc. Is a Subsidiary ol AtlanticRIchlloldCompany



related to the air quality program. When will we recognize and abide by
the original purpose of the Fund?

2. The expanded use of the .470 Fund is a tax increase on the oil industry.
The $50 million cap on the surcharge is meaningless if we keep expanding
the uses for the Fund. Through FY 93, the oil producers will have paid
over $110 million into this fund. If the state continues to raid the Fund, it
creates uncertainty about whether the nickel per barrel will later be
increased.

3. The major producers, who pay over 90% of this tax, have no direct
relationship to the underground storage tank program. In the case of
ARCO, we have only two underground storage tanks. One of those, in the
downtown Anchorage office building, is currently being replaced with an
above ground tank. We will not be the beneficiaries of a generous loan
and grant program.

4. The nickel-a-barrel tax is imposed on all production in the state. It is one
more hurdle that any new producer in Alaska must overcome.

5. The failure to reach the $50 million cap, caused by the expansion of uses of
the Fund, is an additional tax on the industry at a time when oil
production and oil revenues are beginning to decline. Increased
exploration is critically important to Alaska and the industry if we are to
offset the dramatic production decline of Prudhoe Bay in the next few
years. There have been several proposals this yt ir to offer exploration
drilling incentives to the industry. But, it makes no sense to offer the oil
industry exploration incentive credits on one hand and introduce
disincentives and major uncertainty through HB 264 with the other hand.
It's the major oil producers who will be exploring most aggressively for
new oil. And, it's the major producers who will be making the
investments in technology and capital projects to enhance oil production
from the aging Prudhoe Bay.

We understand the problems you face in dealing with the underground
storage tank program. The mandate is real, the cost expensive, the
deadline near. But we urge you to consider ways to reduce the negative
ifpact this legislation will have on the state.

Sincerely,



TESTIMONY OF KENNETH M. REITHER
TAX COUNSEL, EXXON CORPORATION

HOUSE FINANCE COMMITTEE
s ¥ 1:30 P.M., MARCH 6, 1992

HB 264

MY NAME IS KENNETH REITHER. | AM APPEARING ON BEHALF OF MY EMPLOYER, EXXON
CORPORATION.

IN 1989, AFTER THE OIL SPILL IN PRINCE WILLIAM SOUND, THE LEGISLATURE PASSED
THREE RELATED BILLS:

THE FIRST WAS SB 261, WHICH REQUIRED THE DEPARTMENT OF ENVIRONMENTAL
CONSERVATION TO PREPARE STATE AND REGIONAL OIL AND HAZARDOUS
SUBSTANCE RELEASE CONTINGENCY PLANS. THE COST OF DOING SO WAS TO BE
PAID OUT OF THE 470 FUND.

THE SECOND WAS SB 264, WHICH ESTABLISHED THE OIL AND 11AZARDOUS
SUBSTANCE RESPONSE OFFICE, CORPS AND DEPOTS. THIS BILL LIKEWISE
AUTHORIZED USE OF 470 FUND MONEYS TO PAY FOR SUCH COSTS.

THE THIRD WAS SB 260, WHICH ESTABLISHED A FIVE CENTS PER BARREL
CONSERVATION SURCHARGE ON OIL PRODUCED IN ALASKA, THE REVENUES TO GO
INTO THE 470 FUND.

ONE PURPOSE OF THE SURCHARGE WAS TO PAY FOR THE ADDITIONAL COSTS RESULTING
FROM SB 261 AND SB 264 JUST MENTIONED. BUT THE PRIMARY PURPOSE, AS | READ THE
COMMITTEE MINUTES AND OTHER LEGISLATIVE MATERIAL FROM THE DAY, WAS TO BUILD
A $50 MILLION FUND SO THAT THE STATE COULD HAVE AN INDEPENDENT SPILL
CONTAINMENT AND CLEANUP CAPABILITY.

REVENUES FROM THE 5 CENTS PER BARREL SURCHARGE WERE PROJECTED TO BE MORE
THAN $25 MILLION A YEAR. THE EXPECTATION AT THE TIME WAS THAT THE $50
MILLION CAP WOULD SOON BE REACHED, SUSPENDING THE SURCHARGE.

IN 1990, HOWEVER, THE LEGISLATURE PASSED THREE BILLS EXPANDING THE PERMISSIBLE
USES OF MONEYS IN THE 470'FUND. THESE INCLUDED:

HB 566, WHICH, AMONG OTHER THINGS, ESTABLISHED THE ALASKA STATE
EMERGENCY RESPONSE COMMISSION,

HB 567, UNDER WHICH 470 FUNDS WERE TO BE USED BY DEC FOR REVIEW OF OIL
DISCHARGE PREVENTION AND CONTINGENCY PLANS, TO CONDUCT TRAINING AND
RESPONSE EXERCISES, INSPECTIONS, TESTS AND OTHER COSTS, AND



HB 578, CREATING A CITIZENS’ OVERSIGHT COUNCIL ON OIL AND OTHER
HAZARDOUS SUBSTANCES.

SIMILARLY IN 1991, THE LEGISLATURE PASSED TWO BILLS FURTHER EXPANDING THE USES
OF 470 FUND MONEYS. THESE WERE:

SB 25, ALLOWING ADVANCES OF MONEY TO VILLAGES AND MUNICIPALITIES TO
CARRY OUT AN EMERGENCY FIRST RESPONSE TO A RELEASE OR THREATENED
RELEASE OF OIL OR A HAZARDOUS SUBSTANCE, AND

SB 165, COVERING COSTS TO DESIGN, RETROFIT AND CONSTRUCT VESSELS OF THE
ALASKA MARINE HIGHWAY TO HAVE SPILL RESPONSE CAPABILITY.

THERE ARE SEVERAL BILLS UNDER CONSIDERATION IN THIS LEGISLATIVE SESSION WHICH
WOULD FURTHER EXPAND THE USES OF MONEYS IN THE 470 FUND. HB 264 BEFORE
THIS COMMITTEE TODAY WOULD INCLUDE COSTS RELATING TO UNDERGROUND STORAGE
TANKS. OTHERS ADDRESS PUBLIC DRINKING WATER SUPPLIES, GRANTS FOR LOCAL
EMERGENCY SERVICES, AND COSTS RELATING TO AIR QUALITY.

I AM NOT HERE TO COMMENT ON THE NEED TO ADDRESS UNDERGROUND STORAGE
TANKS OR THE MERITS OF THE OTHER PROPOSALS, ONLY TO COMMENT ON FUNDING
SOURCES.

CONTINUED EXPANSION OF THE USES OF 470 FUND MONEYS WILL RESULT IN THE S50
MILLION CAP NEVER BEING REACHED, WHICH WILL IN TURN MEAN A CONTINUING TAX
INCREASE ON THE OIL INDUSTRY.

WITH ALASKA OIL PRODUCTION DECLINING, COUPLED WITH THE CURRENT SOFT OIL
MARKET, NOW IS NOT THE TIME FOR ALASKA TO PASS ANOTHER TAX INCREASE ON THE
OIL INDUSTRY. AS WE HAVE PREVIOUSLY TESTIFIED, TAX STABILITY IS CRUCIAL TO THE
FUTURE OF THE OIL INDUSTRY IN ALASKA

IN THE CASE OF THE UNDERGROUND STORAGE TANKS, THERE ARE MORE APPROPRIATE
FUNDING SOURCES, SUCH AS GENERAL FUND REVENUES OR THE MOTOR FUEL TAX
ATTACHED TO MY TESTIMONY IS A PAPER PREPARED BY THE AMERICAN PETROLEUM
INSTITUTE WHICH ADDRESSES ALTERNATE REVENUE SOURCES FOR UNDERGROUND
STORAGE TANKS CLEANUP TRUST FUNDS.
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March 20, 1992

Represeptat Mike Navarre
Ades é] IV?_e rs?a urVe
P. 0. Box (MS 18
Juneau, Alaska 9981
SUBJECT: HB264 - Underground Tank Assistance Fund

Dear Representative Navarre:

| ha n asked to provide Tesoro Alaska's pos B264
hrch wouSl desi nat c age tor Qr grrou(n tor n s 1o
eIrst 0 approve expenditures for
There is a definite need to have a secure funding so u for
thrs rm t& assure teh Stfre? UST ro%rarn dgs nr rmTX
Imple te{r In Alaska. eﬁv%r bility of unding can ma
tE di erence to. some small_business eoples abrrlrt tfr Eee
their servree starrons oPen This 1ssue %]pe ars to affect Alas an
IH all Hrog ? lr]e state. As a result Tesoro Alaska supports
the present dra HB264.
|f there are any questions, please call.
Sincerely
. W. Gene Burden
WGB:mm

Tesoro Alaska Pelroleum Company, P.O. Box 196272, Anchorage, Alaska 99519-6272 (907) 561-5521 FAX (907) 561-82)8
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Norman L Stanley Texaco Inc 10 Universal City Plaza
Manager Universal City CA 91608
US Public and 818 505 2654
Government Affairs

Western Region

March 4, 1992

RE: STATE OF ALASKA - 1992 LEGISLATION
CS FOR HOUSE BILL 264 (RESOURCES)

The Honorable Mike Navarre
Alaska State Legislature
State Capitol

Juneau, ALaska 99501-1182

Dear Representative Navarre:
Texaco supports CSHB264.

As you are well aware, this legislation allows for the funds available in the Oil and Hazardous
Substance Response Release Fund, or "470 Fund", to be used for certain activities related to the
underground petroleum storage tank program.

During the 1990 Alaska Legislative Session, HB220 (the Underground Storage Tank Statute) was
passed authorizing the development of a comprehensive, state-managed UST Program. A portion
of this program, Storage Tank Assistance Fund, was designed to provide grants and loans to tank
owners and operators.

Financial assistance was offered to mitigate the often excessive financial encumbrances
encountered when replacing and removing USTs, including the associated cleanup costs that often
occur. These activities, of course, must achieve the standards set forth in the Alaska and Federal
UST programs for soil and groundwater remediation. Originally, the entire program was to be
funded by the financial resources generated from the fees collected annually from the registration
of all USTs within the State. However, these revenues are not sufficient to meet the needs of the
requests presented to the ADEC.

The "470 Fund", which is already in place, would help provide for those funds and preclude the
necessity of establishing a new tax or increasing existing taxes. It would also help ensure that an
adequate number of service stations remain open to care for the Alaskan consumer’s energy
needs.

Accordingly, Texaco supports the measure, and respectfully requests your favorable vote for
CSHB264.

NLS
feb25-01.akhb264

cc: House Finance Committee Members



AMERICAN PETROLEUM INSTITUTE POSITION PAPER

D-2

STATE TAX REVENUE SOURCES FOR UNDERGROUND STORAGE TANKS
(UST) CLEANUP TRUST FUNDS

The Federal Superfund Reauthorization Legislation enacted swober
17+ 1986# has a provision to impose a .1 cent per gallon mo«sr
fuels exciae tax as a revenue source to fund a separate Federal
Leaking Underground storage Tank fund. Under certain conditions#
that fund can pay up to 90% of any state's cost for cIeanuE
resulting from a discharge from an underground storage tan
(UST)# which monies should be taken into consideration by states
when determining their revenue needs. This paper addresses tha

Bossible need for additional or supplemental state revenues
eyond Federal revenues,

Supplemental Revenue Sources (in order of preference):
| General State Revenues

Recognizing that the problem of leaking underground tanks is
societal and sometimes cannot be identified to a sPecmc .
responsible partY (orphan tanks)'# it is. preferred that the monies
needed for the cleanup be made available through the creation of
a cleanup fund financed by appropriations from tha state's
general revenues.

2» Tank Fees

A tank registration fee and/or an annual par tank operating fee
is an acceptahble means of providing the necessary funding,
However# some states max find that more funding is needed than
can be provided by the tank fees.

3. Taxes on Motor Fuels ("Piggybacking™)

APl recognizes that a tax of some kind on petroleum products may
be inevitable in states where tank registration fees or general
revenue funding are politically unattainable or insufficient to
fund DST cleanup. In those states, a tax on motor fuel# or
"piggybacking/” Is Founding mechanism preferred over other kinds
of taxes on petroleum Products. Taxes other than taxes on motor"
uels can take a variety of forms which can be difficult to
dminjsteri ma% be imposed upon getroleum products that do not
ontribute to UST leaks and could create competitive imbalances.
he following guidelines take into account the fact that Ie?al
nd/or political constraints may make piggybacking difficult to
chieve in some

DD O —

states.

- In states where there are no constitutional or statutory
grqwsmns Prohlbltlln% the proceeds of a tax on motor fuels from
eing uaed for nonhighway purposes, the UST fee should be tied



directly to the existing Motor Fuel Tax (MFT) * This can often be
accomplished by an amendment to the MFT statute requiring the UST
foe to be imposed and collected in the same manner as the MFT,
Piggybacking is most appropriate in states where the MFT is well
constructed and forcefully administered with few opportunities for
tin evasion, ;

e|n states where diversion of highway funds is prohibited by
statute, rather than b}{ constitution* it may be appropriate to
amend the statute to allow for _an U8T fee piggyback provided the m
diversion can be limited to UST funding. In StateB where
piggybacking of the MFT is not possible* some other kind of tax on
petroleum products hecomes necessary,

- in states that require by constitution that taxes on motor fuels
must he dedicated to highways, 'thereby prohibiting piggybacking
for UST purposes, other kinds of fundln% mechanisms can be
devised. For.example, Georgia has enacted an insurance program
which permits a tank owner/operator to opt for premium payments in
the form of a cents Ber ?allon fee on motor fuels. Texas has
enacted a graduated UST fee which is imposed on the person
ordering withdrawal of the product from bulk, and is collected by

the bulfc facility operator. The proposed legislation should
provide thati

1. The point of collection la clearly defined, preferably upon
ph{,smal withdrawal through the terminal rack based on
delivery to supplier’s customers.

2. Consistent with 1., above, transfers and exchanges bhetween
licensed distributors are not taxed so as to avoid double
taxation and the need for a complex credit system.

3. The identity of the tax collector/payer is clearly defined,

4. The rate is based on volume rather than value.

5. Taxable products are clearly defined, preferably to include
only those products which pass through underground tanks that
are subject to federal UST regulations,

6. Exports are exempted either exFIic_itIy or effectively by the
application of the point of collection,

7. The state's department of revenue will administer the tax.

Genelral tax laws concerning appeals, penalties, etc., will
apply.

Adopted 1/8/87
Revised oct/Nov 1989
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